
Ragan Henry
President
US Radio, LP
WOWI-FM (Urban Contemporary)
WSVY-AM/FM (Urban Contemporary)
645 Church Street
Suite 201
Norfolk, VA 23510
8041 627-5800

Dr. Walton Belle
Owner
WRFJ-Radio
WRFJ-AM (Urban Contemporary)
6001 Wilkinson Road
Richmond, VA 23227
8041 264-1540

James I. Johnson Jr.
President
Tri-City Christian Radio, Inc.
WFTH-AM (Contemporary Gospel)
227 Eastbelt Blvd.
Richmond, VA 23224
804/ 233-0765

Bishop L. E. Willis
President
Willis Broadcasting Co.
WPCE-AM (Inspirational)
645 Church Street
Richmond, VA 23510
804/ 622-4600

Television

Bishop Samuel L. Green
Chairman
Tidewater Television
WJCB-TV Channel 49
2501 Washington Avenue
6th Floor
Newport News, VA 23607
804/ 247-0049
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WASHINGTON
Ram2

Patrick Prout
President/General Partner
KUJ Ltd. Partnership
KUJ-AM (Oldies)
KNLT-FM (Adult Contemporary)
Route 5 Box 513
Walla Walla, WA 99362
5f1J1 529-8000

WISCONSIN
BadiQ

Willie D. Davis
President
All Pro Broadcasting Co.
WMVP-AM (Adult Contemporary)
WLUM-FM (Adult Contemporary)
4222 W. Capitol Drive
Milwaukee, WI 53216
414/ 444-1290

Gerald W. Jones
President
Courier Communications
WNOV-AM (Urban Contemporary)
3815 N. Teutonia Avenue
Milwaukee, WI 53206
414/ 449-9668

Constance Balthrop
President
UNC Media of Milwaukee
WKKV-AM/FM (Jazz)
2400 S. l02nd Street
Suite 230
West Allis, WI 53227
414/ 321-1007



Teleyision

Dr. James Buckner
Chairman
Seaway Communications
WJFW-TV Channel 12
Box 858
S. Oneida Avenue
Rhinelandert WI 54501
715/ 369-4700

U,S. TERRITORIES
BadiQ

Luz A. lames
President
Family Broadcasting, Inc.
WSTX-AMIFM (CalypSOt Stardust)
P.O. Box 3279
Christiansted, St. Croix
S1. Thomas, V.I. 00822
809/773-{)490

Athneil Ottley
President
Ottley Communications Corp.
WSTA-AM (Adult Contemporary)
Box 1340
S1. Thomas, V.1. 00804
809/774-1340

18
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HISPANIC-OWNED BROADCAST STAnONS

ARIZONA
RadiQ

Pedro Marquez
President
KSUN Radio, Inc.
KSUN-AM (Spanish)
714 North 3rd Street
Phoenix, AZ 85004
6(12/ 252-0030

Jose Molina
President
Continental Broadcasting Corp.
KPHX-AM (Spanish)
824 E. Washington Street
Phoenix, AZ 85034
6(12/ 257-1351

Emesto Portillio
President
Saguarita Broadcasting, Inc.
KQTL-AM (Contemporary Traditional)
Postal Drawer 1511
Tucson, AZ 85702
6(12/ 628-1200

Valentino West
President
Nova Communications
KTZR-AM (Spanish)
1110 E. Pennsylvania
Suite 401
Tucson, AZ 85714
6(12/ 294-9440

CAUFORNJA
RiQiQ

Mary Helen Barro
President
Barro Broadcasting Corp.
KAFY-AM (Spanish)
230 Truxtun Avenue
Bakersfield, CA 93301
805/ 324-4411

Eduardo Caballero
President
Caballero Spanish .Media Radio, Inc.
KXEM-AM (Spanish)
KSUV-FM (Spanish)
3701 Pegasus Drive
Suite 102
Bakersfield, CA 93308
805/ 393-0103

Cal Mandell
President
Bailey Broadcasting, Inc.
KMXX-FM (Spanish)
626 Main Street
El Centro, CA 92251
619/ 352-2277

Nelson Gomez
President
All American Broadcasting
KNTQ-FM (Spanish)
416 Main Street
Livingston, CA 95334
2(1)/ 394-3344

'"



Raul Alarcon, Jr.
President
Spanish Broadcasting System
KLAX-FMlKXED-AM (Spanish)
5700 Sunset Blvd.
Los Angeles, CA 90028
213/ 466-3001

Carlos Moncada
President
TGR Broadcasting
KLOQ-AM (Spanish)
705 W. Main Street
Merced, CA 93540
2f1J/ 722-1520

Daniell Villanuva Jr.
President
Orange County Broadcasting Corp
KPLS-AM (Spanish)
1592-1 N. Batavia Street
Orange, CA 92667
714/ 282-8300

Alfredo Plascencia
President
KEXT Broadcasting, Inc.
KXLM-FM (Spanish)
250 W. Citrus Grove Lane
Suite 140
Oxnard, CA 93030
805/ 988-2070

Fernando Oaxaca
President
Coronado Four-County Broadcasting, Inc.
KNSE-AM (Spanish Contemporary)
8729 E. 9th Street
Rancho Cucamonga, CA 91730
714/981-8893
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Hector Villalobos
President
TGR Broadcasting
KTGE-AM (Spanish)
KLFA-FM (Spanish)
548 East Alisal Street
Suite A
Salinas, CA 93905
408/757-1910

Rene de la Rosa
President
Oro Spanish Broadcasting Co.
KIQI-AM (Spanish)
2601 Mission Street
San Francisco, CA.94110
415/648-8800

Alberto Rodriquez
President
Radio Fiesta Corp.
KAZA-AM (Spanish)
Box 1290
San Jose, CA 95128
408/984-1290

Teleyision

Mrs. Carmen Brigs
President
Ponce-Nicasio Broadcasting
KCMY-TV Channel 29
1029 K Street, 1123
Sacramento, CA 95814
916/ 443-2929

,



COLORADO
Radi2

Manuel Fernandez &
Mrs. Magaly Fernandez
RMF Broadcasting
KCUV-AM (Latin Top 40)
1580 Lincoln
Suite 700
Denver, CO 80203
303/ 861-1156

Zenon Ferrufino
President
Colorado Communications Corp.
KBNa-AM (Spanish Contemporary)
2727 Bryant Street
Suite 100
Denver, CO 80211
303/292-5266

Andres Neidig
President
Ja-MOR Communications, Inc.
KJME-AM (Spanish)
828 Sante Fe Drive
Denver, CO 80204
303/ 623-1390

Veronica Sanchez-Velasco
President
Sanchez-Velasco Corp.
KVVS-AM (Spanish)
P.O. Box 698
Windsor, CO BOSSO
303/ 686-77fIJ
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Television

Theresa Romero
President
Lomas de Oro
KSHP-TV Channel 50
1111 West 8th Avenue
Lakewood, CO 80215
303/ 235-0049

CONNECOCUT
BadiQ

Pablo de Jesus Colon
President
WCUM Broadcasting
WCUM-AM (Spanish)
1862 State Street Extension
Bridgeport, CT 06605
2031 335-1450

FLORIDA
RadiQ

Esperanza T. Arroyo
President
Florida Broadcasters
WONQ-AM (Spanish)
1033 East semoran Blvd..
Suite A
Casselberry, PI 32707
4071 331-1030

Raul Alarcon Ir.
President
Spanish Broadcasting System, Inc.
WCMQ-AM (Spanish)
WZMQ-FM (Spanish)
1001 Ponce DeLeon Blvd.
Coral Gables, FL 33134
305/ 444-9292



Amando Suarez
President
Viva America Media Group
WAQI-AM (Spanish)
WRTQ-FM (Spanish)
2960 Coral Way
Miami, FL 33145
3051 445-4040

Richard Pablo Vega
President
Union Radio, Inc.
WOCN-AM (Spanish, News, Talk)
350 N.E. 7lst Street
Miami, FL 33130
3051 759-7280

Efrain Archilla-Roig
President
WAMA Radio Hits
WAMA-AM (Spanish)
5203 N. Armenia Avenue
Tampa, FL 33603
8131 875-0086

Ronald Gordon
President
CGSB~cu~gofTampa

WRMD-AM (Spanish)
2700 W. Martin Luther King, Ir. Blvd.
Suite 400
Tampa, FL 33607
8131 871-6680

George Arroyo
President
QB~cu~g

WOEQ-AM (Spanish)
4833 Okeechobee Blvd.
Suite 111 E
West Palm Beach, FL 33417
4071 687-9350
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GEORGIA
Radi2

Sammuel zamarron
President
La Favorita, Inc.
WAOS-AM/WXEM-AM (Spanish)
5815 Westside Road
Austell, GA 30001
4041 944-6684

Sammuel zamarron
President
La Favorita, Inc.
WLBA-AM (Country)
311 Green Street _
Gainesville, GA 30501
4041 532-6331

ILLINOIS
Radi2

Art Velazquez
President
cm B~casting, Inc.
WOPA-AM (Spanish)
509 West Roosevelt Road
Chicago, IL 60607
312/738-1200

MARYLAND
Radi2

Dr. Israel Lopez
President
IL Communications Corp.
WILC-AM (Contemporary Spanish)
Box 42
Laurel, MD 20707
301/ 953-2332

,
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Antonio Guernica
President
Los Cerezos Broadcasting Co.
WMDO-AM (Spanish)
962 Wayne Avenue
Suite 900
Silver Spring, MD 20910
3011 589-4800

NEW MEXICO
RidiQ

Edward Gomez
President
Albuquerque Corporation
KABQ-AM (Spanish)
Box 4486
Albuquerque, NM 87196
505/ 243-1744

Jose Molina
President
Continental Broadcasting Corp.
of New Mexico

KXKS-AM (Spanish)
6320 Zuni SE
Albuquerque, NM 87108
505/ 265-8331

Richard L. Garcia
President
RLG Broadcasting, Inc.
KDCE-AM (Spanish)
403 West Pueblo Drive
Espanola, NM 87532
5051 753-2201

Carlos D. Lopez
President
San Miguel Broadcasting Co.
KNMX-AM (Spanish)
615 Lincoln Avenue
Las Vegas, NM 87701
505/ 425-3555
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Gloria Septien
President
Septien & Associates
KALY-AM (Spanish Hits)
9100 2nd Street, NW
P.O. Box 10246
Los Ranchos, NM 87184
505/ 898-1868

Rosendo Casarez, Jr.
President
KCRX-AM (Spanish)
Box 2052
Roswell, NM 88202
505/ 622-1432

Trini B. Espinoza
President
KRDD-AM (Spanish)
170 Red Bridge Road
Roswell, NM 88201
505/ 623-8111

Celina V. Gonzalez
President
Lavoz Broadcasting, Inc.
KSWV-AM (Spanish)
121 Sandoval, Suite 200
Sante Fe, NM 87504
505/989-7441

Television

Jose Molina
President
Continental Broadcasting Corp.
of New Mexico

KDB-TV Channel 59
6320 Zuni SE
Albuquerque, NM 87108
505/ 265-8331
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NEW YORK
1WWl

Raul Alarcon Jr.
President
Spanish Broadcasting System, Inc.
WSKQ-AMlFM (Spanish)
26 W. S6th Street
New York, NY 10019
212/ S41-9200

OKLAHOMA
BadiQ

Nancy Galvan
President
La Tremendo Radio Mexico
KZUE-AM (Spanish)
271S South Radio Road
El Reno, OK 73036
4OS/262-1886

PENNSYLVANIA
1WWl

Sarrail Salva
President
Salvation Broadcasting Co.
WPHE-AM (Spanish)
P.O. Box 46327
Philadelphia, PA 19160
21S1 223-7S32

Jorge Veloz
President
Del Norte Communications, Inc.
KZIP-AM (Spanish)
1011 S. Jackson Street
Amarillo, TX 79101
8061 374-SS5S
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Lorenza Oviedo Garcia
President
Dynamic Radio Broadcasting
KELG-AM (Spanish)
KKLB.FM (Spanish)
7S24 N. Lamar Boulevard
Suite 200
Austin, TX 787S2
512/453-1491

Joe Cisneros
President
Cismek Corp.
KFLZ-FM (Spanish)
P.O. Box 66
Bishop, TX 78343
S121 S84-2S32 -

Edgar Trevino
President
La Nueva KBOR, Inc.
KBOR-AMlFM (Spanish)
P.O. Box 4616
Brown~e, TX 78523
2101 S42-4109

Noelia S. Herbort
President
Ace1ga Broadcasting Corp.
KBEN-AM (Spanish) .
Box 335
carrizo Springs, TX 78834
2101 876-2210

Manuel G. Davila Sr.
President
Radio KCCf, Inc.
KCCf-AM (Spanish)
KBSQ-PM (Spanish)
Box 5278
Corpus Christi, TX 78465
512/289-0999

,
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Luis Alonso Munoz
President
KDOS Ltd.
KUNQ-AM (Spanish)
KSAB-FM (Spanish)
1301 Horn Road
Corpus Christi, TX 78416
512/ 851-1414

Noelia S. Herbert
President
Acelga Broadcasting Corp.
KHER-FM (Spanish)
P.O. Box 743
Crystal City, TX 78839
210/ 876-2210

Mireya Aguilar
President
Pesa Broadcasting Corp.
K.XEB-AM (Spanish)
1402 Corinth Street
Suite 139
Dallas, TX 75215
214/ 426-6110

Marcos Rodriquez, Ir.
President
Mark Rodriguez Ir. Broadcasting Inc.
KESS-AM (Spanish)
7700 Carpenter Freeway
Dallas, TX 75247
214/263-0700

Tony Rodriquez
President
Radio Plano, Inc.
KRVA-AM/FM (LatinI Radio Variedaedes)
3500 Maple Avenue
Suite 1310
Dallas, TX 75219
214/ 528-1600
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Humberto zazueta
President
HZ Broadcasting Inc.
KTMR-AM (Spanish)
P.O. Box 188
Edna, TX 77957
512/ 782-7209

Yolanda Lujan
President
Garden City Broadcasting
KFIZ-AM (Spanish)
2214 E. Fourth Street
Forth Worth, TX 76102
817/336-7175

Angelina Morales
Owner
Morales Corporation
KLVL-AM (Spanish)
III North Ennis
Houston, TX 77003
713/ 225-3207

Cruz Velazquez
President
VelComm Corp.
KYST-AM (Tejano)
7322 Southwest Freeway
Suite 500
Houston, TX 77074
713/ 779-9292

Dee Anna Velasquez
President
Mesa Entertainment
KERB-AM/FM (Country & Western)
288 Menton Hwy
Kermit, TX 79745
915/ 586-6757
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Incamacion Guerra
President
Guerra Enterprises
KJBZ-FM (Spanish)
920 Vidaurri Avenue
Laredo, TX 78040
2101 726-9393

Miguel Villarreal, Jr.
President
Ganadores Inc.
KOOS-AM (Spanish)
505 Houston Street
Laredo, TX 78040
210/725-1491

Cecilia Benvides
President
B.S. Benavides
KTLK-AM (Spanish)
5120 Magnolia Avenue
Lubbock, TX 79404
806/ 763-6051

Pete Rodriquez
President
Rodriquez Broadcasting
KCLR-AM (Spanish)
1519 34th Street
Suite C
Lubbock, TX 79405
806/ 763-2133

FAward Gomez
President
Bravo Broadcasting Co.
KIRT-AM (Spanish)
KQXX-FM (Spanish)
608 S. 10th Street
McAllen, TX 78501
512/686-2111
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Dee Anna Velasquez
President
Mesa Entertainment
KOZA-AM (Spanish)
1100 South Grant
Odessa, TX 79763
915/ 333-1230

Gus Valadez
President
Sound Investments Unlimited, Inc.
KCTM-PM (Contemporary, Spanish)
Route 2, Box 103
Rio Grande City, TX 78582
512/487-8224

Humberto Lopez
President
Cotton Broadcasting
KINE-AM (Spanish)
KMIQ-FM (Spanish)
115 West Avenue D
Robstown, TX 78380
512/387-5396

Luis Penes
President
La Unica Broadcasting Co.
KSJT-FM (Spanish)
209 W. Beauregard Street
San Angelo, TX 76903
915/ 655-1717

Manuel G. Davila Sr.
President
D & E Broadcasting Co.
KEDA-AM (Tejano/Spanish)
510 S. Flores Street
San Antonio, TX 78204
210/ 226-5254

..,



Television

Jose R. Deleon
President
TeleCorpus, Inc.
KORO-TV Channel 28
102 N. Mesquite
Corpus Christi, IX 78401
512/ 883-2823

Jose A. Silva, Jr.
President
Paso Del Norte Broadcasting Corp.
KINT-TV Channel 26
5426 N. Mesa
El Paso, IX 79912
915/ 581-1126

Jose Adan Trevino
President
Pueblo Broadcasting Corp.
KXLN-TV Channel 45
9440 Kirby Drive
Houston, IX 77054
713/ 662-4545

Oscar M. Laurel
President
Panorama Broadcasting Co.
KLDO-TV Channel 27
Riverdrive Mall
1600 Water Street
Laredo, IX 78040
210/ 727-001.7
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ASIAN-AMERICAN-OWNED BROADCAST STATIONS

CALIFORNIA
BadiQ

Jang Lee
President
Radio Korea, USA
KCB-FM (Asian Contemporary)
2001 W Olympic Blvd.
Los Angeles, CA 90006
213/ 389-1000

Television

David Li
President
Pan Pacific TV, Inc.
KPST-TV Channel 66
475 El Camino Real
Millbrae, CA 94030
415/697-6682

NEWYQRK
BadiQ

Arthur Liu
President
Multicultural Broadcasting, Inc.
WNWK-FM (Multicultural)
449 Broadway
New York, NY 10013
212/966-1059
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NATlVE AMERICAN-OWNED BROADCAST STAnONS

ALABAMA
BidiQ

Nathan Martin
Chairman
Poarch Creek Indians Broadcasting
WASG-AM (Country)
WYDH-FM (Adult Contemporary)
1210 S. Main Street
Atmore, AL 36502
205/ 368-2511

ARIZONA
Badig

Richard K. Begay
Chairman
The Navajo Nation
KTNN-AM (Country &. Western)
P.O. Box 2569
Window Rock, AZ 86515
fJ12/ 871-2582

OREGON
BadiQ

Ken Smith
President
Duly Recognized Indian Tribes
KTWI-FM (Contemporary Oldies)
KTWS-FM (Contemporary Oldies)
20450 Empire Avenue
Bend, OR mOl
503/ 389-9500
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E. Access to Capital

Capital, Still the Desperate Need

The Interim Report of the U.S. Commission on Minority Business Development
detennined that lack of access to capital was one of the most "fonnidable stumbling
blocks to the ronnation and development of minority businesses." This was reinforced in
a Wall Street Journal Supplement on "Black Entrepreneurship" dated April 3, 1992 in
which The Roper Organization interviewed 472 black business owners with fewer than
500 employees and revenues up to S17 million. In ranking their major problems.
"Obtaining sources of capital" and "Access to credit" were listed as fIrst (61 percent) and
second (54 percent) by the respondents. Asked whether "Black-owned businesses are
impeded by a lack of access to financing," an ovel"'Nhelming nwnber, 84 percent, stated
this was~ major problem, even ahead of discrimination in all areas of life. This most
recent finding provides sufficient evidence of the great capital gap facing our country's
small and minority businesses. Without timely access to capital you can't start or grow a
business, particularly growth finns being weaned off of solely government business. The
Commission now believes quick implementation of an action plan to resolve the capital
dilemma for all of the small and minority economic sector is critical to the problems of
jobs, growth, and competitiveness facing this nation.

Interim Report Recommendations

An historic perspective on the
evolution of small and minority business
government financing programs was
provided in the Interim Report as a back
drop to assessing current problems and
anticipated future solutions. The
following three recommendations were
made in the Interim Report with regard
to resolving some of these access to
capital issues:

First, was creating a realistic
strategy or plan which involved the
blending of Government policies!
programs as stimuli, but using the
private sector as the capital providers and
decision makers.

"The Commission recommends
thot a national strategyfor
providing access to capital and
creditfor minorities in business
be developed and implemented
which is an investment strategy.
not a spending strategy.
Government investment must
serve as a catalystfor private
investment. "

Second, in order to detennine
whether a capital gap problem exists and
to detennine the depth of the hole, flows
of investment capital and credit must be
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assessed with regard to small and
minority business development -- for
start-up vs. existing, lifestyle vs. growth
-- sources of financings.

"The Commission recommends
that the Federal Reserve and
other relevant agencies
institutionalize. refine. and
expand the national survey of
small business finances that
tracb the flow and sources of
capital that impact the economic
growth ofsmall and Historically
Underutilized Businesses. This
study should be continued on a
regular basis. "

Third, as a means of beginning
the implementation of the first two
recommendations, examine the
<,cssibility of reconstituting the Small
Business Investment Company (SBIC)
and Minority Enterprise Small Business
Investment (MESBIC - now called
Specialized SBICs) Program of the U.S.
Small Business Administration (SBA).

"The Commission recommends
that SBICs and MESBICs be
reinvigorated to attract private
investment capital and manage
ment as they are the only
institutional sources ofearly
stage. equity-type financing. The



Commission also recommends
that the SBA reconsider its
position on limiting pension fund
investment in the SOIC program
since such limitation adversely
impacts long term private
financingfor the nation s
growth firms. "

The following sections of the
Final Report dealing with access to
capital will describe the changes that
have occurred since the Interim Report
~'as submitted and will focus on tne
Commission's priority areas of concern.

Sporadic Components or a
National Investment Strategy
Emerge

The foundation for a national
investment strategy to support small and
minority business owners must
necessarily involve private capital market
influences and government financing
programs, the Executive Branch working
with the Legislative to establish and
implement national strategies on a
timely, sense of urgency basis. In
addition, individual states and localities
play important roles in the effort to direct
financial resources toward small and
minority finns in local and regional parts
of the country.

4 The need for such a focused
strategy is evidenced by recent reports of
the Bureau of the Census showing
population projections into the years
20 I0-2050 which suggest that the
geometric growth in minority
populations will read to significant
increases in business formations, and that
they will represent a major source of
investment and economic development
activity. The demographics of the U.S.
population of the next century will
dictate the jobs, economic growth, and
technological advancements this country
can achieve when competing around the
globe. 58/

Tax Polley

Important investment strategies
affecting small and minority businesses
would include such areas as capital gains
tax preferences, R&D tax credits,
accelerated depreciation on new
equipment, and other types of investment
tax allowances such as might be
encompassed in Enterprise Zones to
assist specifically designated geographic
areas with economic revitalization.

The tax policy portion of a
national investment strategy is one which
the President has sought since he took
office. The Economic Report of the
President published February, 1992
states:

"The President has repeatedly
proposed reducing the tax rates
on capital gains. This will
encourage entrepreneurial
activity. create new products. new
methods ofproduction. and new
businesses. These. in turn. will
generate newjobs. A capital
gains differential will reduce the
tax bias against equity financing
and the over all cost ofcapital.
thereby increasing investment and
growth. Moreover. the
Administration has supported a
zero capital gains taxfor areas
designated as Enterprise Zones to
spur investment and encourage
entrepreneurial activity in inner
cities and rural areas.

Innovation increases productivity
growth and the standard ofliving.
The Administration has advocated
making the research and exper
imentation tax credit a permanent
part ofthe tax code and has pro
posed large increases in both
basic and applied research and
development spending in the
Federal budget. .59/

58/ Projections of the Popylation of the United Slates. Series P-25. Bureau of the Census. U.S.
Department of Commerce. 1986-1992.

59/ Economic RePOrt of the Presjdent. February 1992.
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While the President set the broad
outline for an investment support agenda
for small and minority businesses, other
public policy players have also focused
specifically on this issue.

An important part of this system
for developing a national investment
strategy for small and minority business
was set by Senator Dale Bwnpers when
on November 7, 1991 he and various
House and Senate members introduced
the "Enterprise Capital Formation Act of
1991," a bill establishing a capital gains
tax cut for long term investments in high
risk. small businesses. The concept of the
bill was to focus on small business within
specific size thresholds that are in an
"active trade or business" and would be
geared to providing incentives through
capital gains tax relief to small business
owners and their long term investors,
including venture capital institutions.

In a further refinement of capital
gains initiative, a bill entitled the
Minority Enterprise Development Act Of
1992 (H.R. 4221) was introduced by
Congressmen John LaFalce and Andy
Ireland on February 14, 1992. This bill
would target a capital gains preference to
firms that specialize in minority business
venture funding (Le., MESBICs) as well
as for individual investors (including
owners) in minority firms of a specific
size threshold. An additional refinement
in the proposal is that a long term capital
gain could be deferred for a period of
time if the gain is reinvested in "qualified
replacement property," small and
disadvantaged businesses, and eligible
venture capital companies. It is made
clear that deductions elected and capital
gains excluded would not be treated as a
preference item for purposes of the
alternative minimwn tax.

The Commission recommends
encouraging long term risk investing for
small and minority bsinesses using the
aforementioned concepts, particularly
those capital gains proposals that would

bring maximwn value-added incentives
to such growth, job creating businesses.

Other tax oriented suggesti~ns
developed through the Commission's
outreach developed in the last two years,
deals with placing long term equity type
investing on a balanced playing field
with short term debt incentives already
prevalent in the tax code. For example.
dividends paid to shareholders of small
and minority firms would be deductible
as a business deduction much as interest
payments are currently expensed. Also,
interest income on long tenn loans could
be treated at a more preferential tax rate
for those financial institutions that
provide capital to small and minority
businesses.

Reaulatory Changes to Reduce
Costs of Capital

The President charged in his most
recent State of the Union speech that
each of the Departments of the Federal
Government review and halt or change
any regulations which might stymie
growth.

The U.S. Securities and Exchange
Commission's regulatory and monitoring
oversight with regard to private
placements. public offerings, public
venture capital firms (Business
Development Companies), and its
relationship with state securities
regulatory bodies all affect the costs,
timing, and therefore the flows of equity
capital to small and minority growth
businesses.

One of the most detaBed
delineation of regulatory changes for
small business in the realm of raising
equity-type capital has come from the
SEC. The Chairman of the SEC. Richard
C. Breeden, announced several small
business initiatives on February 18, 1992
that would also affect minority growth
businesses.6OI These initiatives included:

601 Remarks of Richard C Breeden, Chainnan U.S. Securities and Exchange Commission•.
National Press Club. Washington. DC. February 18. 1992.
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allowing issuers of "seed capital"
offerings to issue up to $1 million per
year in unrestricted securities and be
exempt Conn SEC registration
requirements, raising the annual ceiling
for Regulation A limited public offerings
from $1.5 to $5 million using a
simplified disclosure docwnents and
procedures, providing new simplified
reporting systems and forms for initial
public offerings (lPOs) and repeat
offerings of small companies below a
designated size threshold. raising the
eligible voiwne of "liquid" holdlOgS of
open-end mutual funds from 10 to 15
percent enabling significant new
investments in U.S. small finns. seeking
comment to make it easier for venture
capital funds to be created with
individual and institutional investor
ownership (including increasing the
current limitations on public investor
funds raised by SBICs. MESBICs. and
Business and Industrial Development
Companies).

In addition. Chairman Breeden
recommended consideration of
legislative initiatives which would create
a new class of venture capital fund that
would be exempt from registration as a
mutual fund as long as its investors are
highly sophisticated individuals or
entities such as pension fund. insurance
companies. or other such long tenn
investors.

Finally. in an extremely
imaginative approach the SEC proposes
"to help those attempting to securitize
the receivables of small businesses into
debt securities that can be sold into a
liquid secondary market." This would
entail a pooling of the securities of
smaller finns into larger packages t~'d'

can be underwritten and purchased by
large institutions and other purchasers. In
Chairman Breeden's words. "By seeking
to adapt the techniques of securitization
to small business loans -- especially short

term debt instrwnents -- we have an
opportunity to facilitate a market that will
improve the availability, hopefully
reduce the cost of capital for' small
finns." The February, 1992 Federal
Reserve Bulletin describes how this
securitization program might work and
for small and minority business
borrowers it might be one of the most
important initiatives ever contemplated.
This may even provide a solution to
those small and minority businesses that
have difficulty finding banks willing to
borrow against good account receivables
from their prime or subcontracting
activities with the federal or state
agencies. 611

As a prime example of the sense
of urgency shown by Chainnan
Breeden's leadership. these
comprehensive proposed changes were
submitted for public comment and
published on March 20, 1992. The more
than 250 pages were written in direct and
simple business style.

The V.S. Commission on
Minority Business Development hails
and applauds the vigorous and bold way
the SEC has sought to help small and
minority business overcome their access
to capital problems with both short tenn
and longer tenn strategies. In particular
for the first time recognizing the
important distinction in establishing a
simplified reporting system for "smalJ
companies" rather than "small offerings."
We recognize this as a major
advancement in the treatment of smalJ
and minority business within the
regulatory scope of the SEC statutes. The
willingness to assist in the redevelopment
of the V.S. venture capital industry as the
inslilutional means to put private venture
investment know how and management
into new and growing finns is an
outstanding example of public policy
working with the private sector to help
our country compete in the global
market-place.

611 Barbara Kavanagh, Thomas B. Boemio and Gerald A. Edwards, Ir., "Asset-Backed
Commercial Paper." federal Reserve Bulletin. February 1992.
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The Commission supports the
small business recommendations of SEC
Chainnan Breeden and urges
implementation of all the changes
involving lower costs of compliance,
easier development of venture capital
funds, and a securitization program for
commercIal paper of small finns.

In particular, we urge the SEC to
assure that the largest nwnber of growth
businesses be given relief and that the
threshold for "small business" be set at a
$25 million or less market capitalization
level.

In addition, we would encourage
legislative changes to pennit publicly
owned venture capital organizations to be
established with the least amount of
regulatory constraints as is feasible under
the SEC's mandate.

Financial Institutions and
Developing Data to Set Policy

The Federal Reserve Board's
responsibilities deal with monetary
policies and monitoring/changing interest
rates that affect the banking system and
private sector borrowings. Such influence
on interest rates also affect indirect flows
of investment capital. In addition, regular
monitoring of flows of funds involving
the banks and businesses are measured
and studied thoroughly by the Federal
Reserve Board's research staff and the
results of such research affect the policy
directions of the Board. and thus the
costs and flows of capital to small and
minority finns.

The FDIC and the Comptrollt:r of
the Currency influence flows of long
tenn credit to small and minority
businesses by the assessment process
when they review bank policies and
portfolio risks. In addition. the
Comptroller's regulation of the Com
unity Reinvestment Act affects the flows

of funds by financial institutions into
designated areas directly impacting
minority business. The assessment and
review procedures are particularly
significant at this point in time since the
oversight fallout from the recent
mismanagement of some of the nation's
financial organizations have a
particularly disproportionate effect on
small and minority business borrowers.

The Federal Reserve Board.
Federal Deposit Insurance Corporation.
and Comptroller of the Currency all have
major roles in detennining the future
smoothness or difficulty for small and
minority business in accessing affordable
and available credit opportunities.

In the October. 1990 issue of the
federal Reserve Bulletin. a monthly
financial institution economic and flow
of funds report of the Federal Reserve
Board. a research article was published
entitled "Banking Markets and the Use of
financial Services by Small and
Mediwn-Sized Businesses.',621 The
article addresses issues of where small
finns go to obtain financial services
(including such credit services as leasing.
lines of credit. mortgages. motor vehicle
loans, equipment loans. etc.) and what
geographic area constitutes a particular
market for financial services. A research
and survey sample of 3,600 small finns
was developed by the Federal Reserve
Board working together with the SBA.
Some of the results indicated that small
(0-49 employees) and medium-sized (50
499 employees) businesses prefer to do
business with local financial institutions.
For example. the research indicated that
for all financial services. with the
exception of ieasing, at least 75 percent
of the financial institutions were within
thirty miles of the finns that use them
and the median distance between the
institutions and the finns was less than
eight miles for twelve of the thirteen
credit service products explored. The
study also found that.. ."Rural finns use

621 Gregory E. Elliehausen and John D. Wolken. "Banking Markets and ':he Use of Financial
Services by Small and Medium Sized Businesses." Federal Reserve BullelJn. October 1990.
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more non-local financial institutions than
do urban fmns perhaps because the
demand in rural areas for some services
may be too small for institutions to offer
them." Clearly, local commercial banks
were found to be the main suppliers for
most of the financial services used by
small and mediwn-sized businesses.
Businesses that are small and minority
need to be near their financial service
providers. The Commission has
confirmed this important access to capital
element throughout its hearing~ aro'..1~d

the country.

In terms of how many minority
owned banks are there to service their
local minority population, the following
data may provide an important
perspective. At year end 1990, there were
some 13,000 U.S. banks with $3.8
trillion in assets. There were some 106
minority owned banks as of September,
I 991, with assets totaling $1 I billion and
equity of about $600 million
participating in the Federal Government's
Minority Bank Deposit Program
(MBDP). The MBDP represents
minority banks eligible to receive
deposits from federal agencies and thus
provide significant assets to encourage
the continued operations of minority
banks in local areas. The following
represent the minority ownership status
of this group of banks: 37 Black, 30
Asian American, 29 Hispanic American,
6 Women, 2 American Indian, and
2 Multiracial. Nearly 50 percent of the
banks held over $50 billion in assets and
represented 80 percent of all assets held
by minority owned banks in the MBDP.
Twenty-eight states, Puerto Rico, and the
Trust Territories have minority owned
banks with the top five states ranked by
assets of minority owned banks in the
MBDP being: California, Texas, Florida.
New ,York, and Illinois. The number of

minority banks in the MBDP located in
these top five states range from twenty
one in California to four in New York.
Twelve of the states with minority banks
in the MBDP have one bank located in
them.63/

The Federal Reserve Board
research indicates the need to have local
financing sources readily available for
local minority businesses. The
information on minority banks in the
MBDP suggest that they will not be able
to handle the demand that the growing
minority population will place on them
for increased, efficient cost of capital
financial services, particularly in the
credit and business lending areas. In the
first nine months of 1991, only four new
minority banks were added to MBDP,
two Black, one Women and one Asian
owned, while in 1990 five banks were
added to the minority bank listing, one
Black and four Asian owned. The
exponential growth of the "minority"
population between now and the year
2010 makes it imperative that all local
commercial banks and nonbank banks
recognize the profitable economic
opportunities from this vital sector of
local, regional, and national economies.
Again, the Commission strongly believes
that it is in the economic interest of the
restructured financial services industry to
recognize and seek the business of the
fastest growing segment of our economy,
small and minority owned finns.

Once again, we have found that a
lack of sufficient data to determine
national needs has been a constant
obstacle to public policy changes in the
area of capital access. Perhaps as a result
of our continuing persistence or maybe:
the time was just appropriate, a new
statute has been passed to address this
issue.

63/ Data on "Selected Assets and Liabilities of Minority-Owned Banks by Assets. As of
September 30. 1991." Federal Reserve Board. January 1992.
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The Comprehensive Deposit
Insurance Refonn and Tax Payer Act of
1991 (P.L. 102-242) was enacted on
January 3, 1992 and addresses some
significant first time legislative and
policy issues to benefit small and
minority business. 64/ The Commission
believes it is imperative that the federal
agencies regulating U.S. financial
institution adhere to the language and
intent of this particular section of the bill.
The bill provides:

"Sec. 122. Small Business and
Small Farm Loan Information (a)
In GENERAL - Before the end of
the 180 day period beginning on
the date ofthe enactment ofthis
Act. the appropriate Federal
banking agency shall prescribe
regulations requiring insured
depository institutions to annually
submit information on small
businesses andfarm lending in
their reports ofcondition. (b)
CREDIT AVAILABILITY - The
regulations prescribed under
subsection (a) shall require
insured depository institutions to
submit such information as the
agency may need to assess the
availability ofcredit to small
business and smallfarms. (c)
CONTENTS - The information
required under subsection (a)
may include information
regarding the following:

(1) The total number and aggregale
dollar amount ofcommercial
loans and commercial mortgage
loans to small business.

(2) Charge-offi. interest. and
interestfee income on
commercial loans and
commercial mortgage loans 10'

small businesses.

(3) Agricultural loans to small
business. "

In addition, the bill requires the
Federal Reserve Board to annually
collect and publish infonnation on the
availability of credit to small businesses.
The infonnation shall, "to the extent
practicable" include infonnation on
commercial loans to small business,
small farms, and minority owned small
business. Such infonnation is to be
broken down by categories of small
businesses, by annual sales volume and
"for small businesses in existence for less
than 1 year" and the data should be given
for each geographic region of the U.S.
The Federal Reserve board is to give
consideration to the need to minimize
reporting costs on financial institutions.
Jobs created or maintained represent a
significant part of the reasons for
implementing public policy incentives
and strategies in economic development.
It is therefore critical that job data be
collected in connection with the flow of
capital to small and minority businesses.

Reduced deposit insurance
premiwns for insW"ed depositories is
proposed in the bill to increase lending
and deposit taking in "distressed areas."
Incentives could reduce an institution's
total insurance premiums by up to 20
percent (SO percent if the institution
qualified under the bill as a "community
development organization"). Con
~ssional appropriations approval would
be needed to implement these Incentives.

64/ "The Comprehensive Deposit Insurance Refonn and Taxpayer Protection Act of 1991," U.S.
House of Representatives. H.Report. 102-407 (November 27. 1991).

....
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The Commission strongly
recommends implementation of those
sections of the Comprehensive Deposit
Insurance Refonn and Taxpayer Act of
1991 dealing with increased reporting
and evaluation of small and minority
business access to capital and credit. In
this regard, data must be developed on
the nwnber and type of jobs generated or
maintained through the financing of
small and minority owned businesses.
Further, the Commission supports
incentives to reduce a financial
i;'l:;titution's total insurance premiwns if
they are located in areas of highly
concentrated minority businesses.

Examples of State and Local
Involvement

Individual states as highlighted in
the Interim Report are playing more
significant parts in the local and regional
elements of a national strategy for
helping small and minority businesses
access growth capital.

To expand this national strategy
for the delivery of financial services to
small and minority finns, we note that
local and state governmental bodies are
coming together for such purposes. As an
illustration, the State of Maryland
through the Maryland Small Business
Development Authority (MSBDA) has
recently expanded its small business
financing programs to pennit financial
institutions to be certified as "preferred
lenders," thereby using the state's
guaranty authority and reducing the
decision making time for borrowers from
months to only weeks. Also, the state
has piloted a new outreach function
where a county economic deveJ<,plll~'"

agency becomes an agent for the
packaging of loans for small an minority
businesses using state programs. Further.
recognizing the growing number of
technology oriented minority finns and
their relation to job creation, the
Maryland House of Delegates has
passed, as of July 1, 1992, an expanded
authority for MSBDFA to assist
technology' finns. This new policy also
recognizes the growing population of
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minority businesses in the State whose
owners have scientific and technical
engineering skills. Business census data
indicate that Maryland is tne top state in
tenns of Black owned businesses with
21,678 t....nns representing 8.9 percent of
total businesses. In 1991, MSBDFA
provided loan guarantees in excess of S5
million to 30 finns leading to the creation
or retention of 1,054 jobs. In addition,
Maryland has received a 35-40 percent
return on its investments over the last ten
years.

Within Maryland, local
governments working with Chambers of
Commerce are developing private
funding sources such as the Jim Rouse
Entrepreneurial Fund to assist new small
and minority businesses that can not be
funded through existing banking
requirements. Job creation is a
motivating force behind this local effort.

Another state, Michigan,
represents an outstanding example of
what can be accomplished through
government/private sector partnerships
working towards common achievable
goals. Through its Michigan Strategic
Fund (MSF), the State of Michigan
supports six active programs reflecting
six distinct national areas of major
concern for small and minority business.
These encompass:

• Capital Access Program - Since
mid 1986. more than 1,314
companies have received over
S64 million under this program
which links 87 banks (85
percent of statewide commercial
assets) to small business.

• BIDCO (Business and Industrial
Development Company)
Program - BIDCOs with S51.1
million in initial capital, SI 7.9
representing MSF, have invested
in 38 companies.

• The Seed Capital Program 
founded three private seed
capital funds initiating S8.2
million since 1987 in a total of
34 new start-up compani.es with
high growth potential.
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Other examples of how local
areas are utilizing new initiatives to assist
the capital and credit needs of minority
small firms can be found in the Midwest.
The Women's Business Development
Center in Chicago, Illinois has created a
Women's Business Bank Loan program,
a revolving guaranteed loan fund that is
backed by a collateral pool. The
collateral pool backs each loan for 50
percent of its value. If the loan defaults,
the collateral pool is tapped to repay 50
percent of the unpaid balance. Local
foundations, corporate sponsors. and
hanks are capitalizil1g the pool lJnd a~

creating a Sl million line of credit. The
average size loan will be maintained at
$20,000. Generally, this small size loan
is not of sufficient transaction size to
permit banks to economically assess the
deal without some kind of pooled assets
or third party guarantee to secure the
loan. Five loans have been secured
including th~ following businesses: an
indoor garden serving local restaurants, a
stone installation and restoration
company, a wholesale hors d'oeuvres

•

•

•

IDRB (Industrial Development
Revenue Bond) Program 
issued during 1991 bonds on
behalf of 17 manufacturers for
$62 million.

Inducement Loan Program 
provided nine loans in past five
years generating over $200
million in private investments to
allow out of state companies to
locate new manufacturing plants
in Michigan thereby creating
1,600 jobs.

Research and Technology
Program - joint ventured in 1991
with a $13 million award from
the National Institute of
Standards and Technology to
create the Midwest
Manufacturing Technology
Center which is expected to
serve over 1,800 firms in the
State with state of the art
manufacturing processing
techniques.
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caterer, a manufacturer's representative
for clothes designers, and a beauty and
skin care firm.

Another major problem facing
financial institutions when they consider
providing funds at the local level is the
liquidity of the loan. Can the bank or
financial organization sell off their
portfolio in a secondary market
transaction? In Minneapolis, Minnesota,
the Community Reinvestment Fund
(CRF) has received an investment of $ I
million from the John D. and Catherine
T. MacArthur Foundation for a
secondary market for community
development loans. The Foundation's
low interest funding enables the C RF to
purchase market rate loans from local
financial institutions, thereby freeing up
more capital to be reinvested in new
transactions withirr the community. The
CRF has purchased or contracted to
purchase nearly 300 loans totaling more
than $3.2 million from Minnesota,
Wisconsin, Illinois, and Michigan
organizations.

The Commission recommends
that the responsible agencies of federal.
state, and local governments expand their
support of small and minority businesses
and encourage the development of new
local privately operated institutions that
will service the financial and business
needs of growth businesses in their areas.

Technology and Growth

The Office of Science and
Technology Policy (OSTP) in the White
House is responsible for developing an
3('110" plan for technology development
through increased cooperation between
the funding mechanisms of the Federal
Government and private sector
institutions. Many start-up small and
minority businesses with scientific or
technology orientations are unable to
receive their fair share of Government
technology funding because they must
compete with large businesses.
universities, and other institutions that
command more resources to deal with
this issue of accessing research dollars.



Within the Department of
Commerce the Under Secretary for
TechnololY coordinates policy issues on
productivity and technololY for U.S.
businesses, and programs at National
Institute of Standards and TechnololY
provide grants for applied research and
technololY development.

A stratelY for assisting the start
up and growth of small high technology
businesses has not had fonnalized,
cohesive, and coordinated development
at the White House level in recent times.
With ever greater nwnbers of our
"minority" population increasing their
technical skills and graduating with
advanced degrees in science and
engineering, the potential for innovation
and technology advancement is at this
country's highest peak and must be
mined as quickly as possible.

OSTP has made important strides
during 1991 and 1992 to support small
and minority high technololY enterprises.
First, for what is believed to be the~
~, a full time White House Fellow
staff member has been charged with
focusing solely on small high technology
enterprises and their impact to the nation.
Second, a study has been drafted which
describes in detail the nwnber and range
of technologies of Small High
TechnololY Enterprises, including a
distribution by technology orientation
and geographic spread. Third, the study
describes the principal financing
mechanisms used by Small High
TechnololY Enterprises and the
importance of this distinct sector to the
U.S. economy. Finally, the study
investigates the problems and
impediments to the fonnation, growth.
ana development of Small High
Technology Enterprises and the key
elements to resolve these issues.

OSTP has developed infonnation
indicating there are about 75.000 small
(less than 500 employees) high

technololY finns in the U.S. This sector
is "unique," they innovate more than
larger firms, producing two to four times
the nwnber of products and patents per
employee and R&D dollar; create jobs
contributing to their proportionate share
of ~ compared to other economic
sectors; grow rapidly increasing assets,
export sales, and tax payments at 23
percent, 136 percent, and 233 percent
compound annual rates, respectively; and
increase productivity of all businesses
with innovative products.

Additionally, beginning February
12, 1992, the Department of Commerce
together with the Department of Energy,
Department of Transportation and
NASA, launched the "National
TechnololY Initiative" at the
Massachusetts Institute of Technology,
kicking off a series of regional grass
roots programs with local industry and
educational institutions. One of the major
topics explores the problems of "Small
U.S. High TechnololY Business and
Financing."

Another component of these
National Technology Initiatives included
the Small Business Innovation Research
(SBIR) program. The Commission's
Interim Report highlighted the
significance and impact of SBIR to a
national agenda for developing new
commercially viable technology
prototypes and businesses.651 This is a
three phase program that provides an
average amount of $50,000 for new ideas
and prototype potential in Phase I, up to
$500,000 for further development of the
commercial concept in Phase II, and then
the bringing to market of the product or
service with private venture funds and/or
federal contracts in Phase III. For fiscal
year 1990, the eleven participating
Federal Agencies awarded $460.7
million through the SBIR program~ this
represented a 6.7 percent increase over
the approximately $431.7 million
obligated in FY 1989. Phase I awards

•

65/ Small Business Innovation Deyelopment Act - Eight yev Results. Office of Innovation.
Research and Technology. U.S. Smal! Business Administration. July 1991.
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